ANIL SARDANA/TATA POWER CO.

Arutmin coal mine stake sale likely to be
completed in next six-eight months

By LATHA VENKATESH &
S0MNIA SHENOY
CABC-TVIA

nil Sardana, ma naging

irector and CEQ of Tata

Power Co. Lid, In an Inferview,
spoke about the company’s thicd
quarter performance, genertion
Issues ot Mundra and the sale of
stake In the Aruimin coal mine.
Edited sxcerpts:

First, if you can take us through

the ocperations at Mundra The
losses were reduced but genera-
‘tion and sales also came down.
- How do you sew It panning out this
{year and what caosed the lower
- sabes In revenues?

Mundra has been really regis-
tering a very good performance.
Operationally things have been
viry good and we have been
able to, therefore, register very
strong Ebitda (earnings before
interest, taxes, depreciation and
amortization) and operating
profits ar Mundra. Fortunately
for us, the reduction in coal pri-
ces helped us.. we had to impair
the coal investment for the sim-
ple réason that the long-term
prospects for coal shows that the
prices ane going o go down. So,
therefore, we must make sure
ithat we reflect owr accounts
approprintefy.

The generation at the Mundra

plant was lower in this quarter at

choze to 6,500 millkon units versus

7300 million units year-oh-year.

| Any reason for the reducthn in
generation and what will the gen-
eration be on an average?

The issue for penemtion b noy
based on the generator, The gen-
eration aspect is based on what
withdrawal takes place by the
procuners, Cur svabllability fctor
continues to be as strong as
béfore. However, because of the
low demand at the distributon
company énd, the withdrawal
was lower. Don't go by the mil-
lon units because the million
units is of function of with-
drawal. You have to 50 o genor-
dtors performance by virtue of
availability factor and svailahility
factor was as sirong as previous
quartess,

Isn"t merchant sales possible for

undrawn power?

No, unfortunately an ultra
moga power project has L%
power purchase agresments
tied up. Even the tarill policy
that has been announced
recently, we will have to of
course go and seek some deci-
sions. The ultra mega power

Positive note: Sardana says Mudra plant is able to penesate and provide

s

availability factor for procurers to drow o much power as they want,

project has to have clarity that if
there is undrawn demand and
particularly when the units are
=0 cost competitive, Could we
actually be able to sell it in the
open market because this will be
able o sell like hot cakes
hecauss Imegine that even with
the compensated taril included,
the tariff today Is ¥2.60. S0, you
cannotl imagine such comperti-
tive power from imported coal.

it s basically because the discoms

are 50 deep in the red that you are

net able to sall. Do you expect that
the contract could be rewritten or
tweeakned?

The ssue-simply 15 that the
procurement of cheaper power
is not & function of their being in
the red or their being in bad fis-
cal health. The issue is that their
network (= not able o cope. S0,
they have brownours, they have
issues related 1o thelr network.
5o, that is the factor of how the
withdrowal takes place for such
competitive power because oth-
erwise they won't let such low
cost power go by,

Just on the Mundra operations,

what do you see as the Ebitda for

Instead of giving guidance, |

would say that Mundra is today
certainly able 1o give & very good
performance. It is able (o gener-
ate and provide availability fac-
tor for the procurers 1o really
draw as much power as they
Wilnt,

One factor that I want to high-
light since we still have under-
recovery on the fuel side, what
we tend to do is maintain our
availability at 80%, where we
recover 100% of the fixed cost.
Mow, Imagine Il toanormow, this
avallability was allowed o be
sold in the market, 10% higher
avallability or 15% higher availa-
bility, we can actually make that
much more in the merchant
market and give advantage (0
the procurers also.

If you just recall the CERC ver-
dict that came ind it sugpested
that if we sell the extra power in
the market, we actually can
share 60% of that margin with
the procurers itself. 5o, their
actual cost of procurement will
further reduce from %2.60 o
something like T2.40 or so.

50, it Is a win-win for them, us
and for the country because you
cannot assume that you will get
stich competitive power, and
more 0, environmentally so
benign because our efficiency
levels are the highest in the
country.

When do you expect a decision on

this?

Mow we are all waiting for the
APTEL (Appellate Tribunal For
Electricity) order to comie in and
this is certainly oone of the fac-
fOrs,

However, in the pasi, we have
been making this point to the
procurers that while the rest of
the subject matters can be adju-
dicated by the legal system, why
nol create this advantage to you
and to us that we actually gener-
ate to the fullest potential and
you also get competitive power
and you also get linke bit of mar-
gins by virtue of higher sales that
wie can do.

In fact we have even suggested
that if this formula: of 60:40 is
subject to legal interpretation,
wie can' put the entire margin in
Escrow so that we can share ihat
later. However, a5 you know,
today every procurer wanis (o
just safeguard and wait for the
legal judgment to come. Nobody
is really caring about what is
good for country.

What it the update on the stake

sate of the Arutmin coal mine or

when can we expect that stake
sale to get completed? How much
do you think you could get?

The price as we declared ear-
lier, $510 million, that stays for
the stake sale, Ivis only that
since the coal prices actually
reduced 5o much and the future
outlook also became negative
that the bankers have been very
shy In terms af glving clearances
to restructure the entire deal in
terms of geming the Infrastruc-
ture companies (o get segre-
gated. We are genting closer. 1
will only say that in the last few
quarters we have seen positive
Progress.

This calendar?

W are hopeful that we shiould
be able to do it in the next £ix 1o
eight months,

of this quarter?

The hearing is complete; in
fact, it is now reserved for judge-
ment. So, one can hope that
AFTEL would be pronouncing
the judgement soamn,

Should we be prepared for any-

thing more on the Impalrment

front?

We have impalred the coal
mine [nvestments, all coal mines
in fact, and we are hopeful that
we won't see too much of volatil-
ity beyand this, Therefore, those
one-off transactions that you see
on the balance sheet won't hap-

pen.



